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‘GHINA SITUATION suRVEY . Pad} June 42,/75 1 
ce Sandpoint of Intelligence: ‘Procurement and Policy Planning fase 


(Sutint ted by 4.8. Chase) 


The survey. Zz attempted to make. on my recent visit - tang Kong ace 
os a Mr. Ce ope ‘Marshall of S/P Was ‘directed primarily towards 


-l1, ds content stout seein of the best available sources, 
jhe Salient points seemed to stand out impressively as Drees well. eg~ 
tablished on the: basis of general. Perseien ys 


. 2, Noting areas: Where: disagreement or Jack of informatiton obscures 
the’ delineation’ of: what wotdd seem Late be key facts hesned on we ‘Stande 
point of ‘policy: btannings , 


3 Trying tor-see, in consultation with our Hong Kong Consulate 
General, - what. might be done toward improving intelligence channels to fill 
in these gaps in the picture and what their existence meanwhile Mole seem 
to imply for the needs of policy planning, .. 


I tried to focus my inguiriesiespecially on the strengths and. weake 
nesses of the Chinese Communist regime: on the potentialities of its 
splitting with Moscow; on the potentialities for the winning over of forces. 
(dissident. Communist groups. as well as popular elements) to assist in te fIs 
overthrow; and on thé bearing which use of the Nationalists and develop 
nent of a "Third Force" would have on the. exploiting of such potentialities, 


The Chinese interrogated (about 20 persons) were selected with the 
help of the Consulate General and other competent advisers, an effort 
being made to get Zood sources on mainland events and thinking, (see 
Appendix A for list of the more important Chinese interviewed, } They 
included nolmown Communist party members, Kuomintang representatives or 
unqualified supporters of the Nationalist government, They can be roughly 
divided into the following categories of “independents" which are believed . 
to reflect fairly well the main politically alert groupings at Hong Kong 
other than Cae ee oraEy KMT and Communist BuRporvens' 


deg sy *Thidepanderit, n occupationally tied to the. Cite regime, 
anti-Stalinist; favoring’ reform but not collapse of ‘the re~ 
_gime, (One interviewed, .. a 


"26 LiberalProgressives of semi~KMT background, strongly anti- 
Communist,-who have. had little respect: for the Nationalists; 
but. who see no hope or "percentage" in playing. for Commbnist 
splits-and defection; and who, discounting. Third Force poten~ 
tialities, feel that the only course is. full support (though 

. with ingikgtence on reform). of the. Nationalist government -- at 


least as a stop gap rallying force until real leadership emerges, 
(Six interviewed), 


Are smenaeents ? 





3. Independents, who strongly oppose the Peiping regime for its | 
police state ruthlessness and servitude to Moscow; who oppose 
backing the Nationalists for restoration as the overall polit- 
ical authority on~the-grotmds that they would. be rejectéd by 
mainland Chinas who would use the Nationalists militarily and 
as a participating group; who see the need for some Third or 
new forces and who envisage revolting Communists as playing 
an inevitable and indispensable part in overthrowing Peiping!'s 
rule and building.a new regime, . (Twelve interviewed, come 

. prising: active Third: Force" Leaders; defected Communist from 
the Peiping regime; businessmen who tried and left Communist 
Chinas.-and diberal-intelkectuals: wach yetent experience under 
the Gommmists,).  ~ - tS ; 


The list (Appendix A) of the more important. sources interviewed also 
includes six exeeptionally informed non-Chinese ~~ four Americans, one 
Frenchman, and d::senior- employee..of the Consulate General,* Information 
and views of Consul General McConaughy and American officers of his 
staff were obtained as valuable background but have been excluded as 
specific supporting material in-order to: keep myself within the frame 
of my attempted survey and minimize tendencies for the survey to. become 
a mere reflection and fragmentary: version | of the Consulate General's 
much more thorough reporting, ** #. 


The records of the more important rasabcds together with blo- 
graphic data, aré attached to Pppepate A. : 


I should like to. cubilize the occasion to express very warm appre- 
ciation of the live, effective cooperation and the invaluable advice and - 
' helps which, mder the leadership of Consul - — Pee, wes given 
by the concerned members of his staff, : ; 


There follows the statement of the main conclusions and suggestions 
developed from the survey: if 


ee nee emote ome 
ane 


*- Who, though of Chinese race, is Listed with non-Chinese in view ‘of 
his close association with the Consulate General, 


%*  T have also purposely refrained fied tinct ascertaining the overall 
conclusions reached by Mr, Marshall, as I felt it might lead me to 
"doctor" my survey to make it better parallel Se He: his inca 


#.. I have, however, drawm on some of the tppormntton: and ideas given to 
. me at Hong Kong by Mr, Frederic D, Schultheis, head of our Manila 
Embassy's political reporting section, as his perspective and inform 
ation sources ‘at ‘Manila have not duplicated those of the Hong Kong 
Consulate General, Not having had. opportunity to show him my record 
of his statements, there is a possibility it may involve points mise 
“quoted or misunderstood, for which I assume responsibility, 


“within ‘the Peiping catip, justifying hope for the accomplishment. of China's 
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- A, ‘Area of Agreoment - Salient Potirts* 


. “There are, as yet no: signs of aisplit between Moscow and Peiping or - 








independence of the USSR through the initiative of Commumist elements ..“. 
themselves, ne: ane ie a 

Some CCP leaders opposed. exclusive alignment with Moscow and inter~ 
vention in Korea, but the decisions, once made, have received monolithic 
support in implementation, The Stalinist faction has gained firm:control, 
facilitated by’a power centralizing achieved through the Korean war; and 
Mao himself, whom most picture as still "boss" (though legs actively so) 
and favoring moderation, is in-no position to repudiate it, Solidarity 
has been strengthened by a common fear that the US means to destroy Com= 
munist China. However, war losses and internal economic and policing 


. strains building up from Korea, together with mounting American might 


and growing dislike of Soviet intrusion and "bossing" are undoubtedly | 
increasing anti-Stalinist discontent and pressures toward a split in the 


. Party, which wowld probably be brought to a head by a general war (assum- 
“ing, presumably, that Soviet superiority were not quickly established), 


Some sources even surmised that Peiping's willingness. thus: far to take 


_ punishment as Moscow's "whipping boy" has, been attributable to a Soviet 
_assurance that the USSR would "take over" the war on a world basis at-a 
. specified future date. There seemed general agreement that things would 


have: to. become much worse for Peiping than ‘they are now ** before any real 


Split and Titoist move would be likely; that meanwhile further UN mili- 


tary blows in Korea, economic sanctions and exploitation of Soviet un- 
popularity (Peiping's “Achilles' heel") are needed as most useful "soft- 
ening up" measures to hasten events. BO OE, AEE Ge 4 
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* The general agreement on these six points is somewhat more than would 
seem reflected in Appendix A (records of the more important interviews) 
for the following reason: ‘In cases where the sources did not gratuitouse 
ly offer views on the points, they were questioned on them, and their 

_ answers frequently took the form of simple dogmatic statements with no 

-. amplifying comment. ‘(Fox example: Ig there ary sign of a split in the 

“Chinese Communist: regime? Answerit No.) In such cases. I did not record 
‘their’ répetition of what proved to be a frequent pattein of. responses 


“#8 Yang Ching-lam, unusually well-informed on the- CCP, made the. interesting 


point that thé Chinese Communists have no reason to feel too’ depressed 
as their sittation.is much less evitical than at. several. earlier stages 
in their careér,: He cited, as examples: the crisis caused by’ Chiang 
Kai~shek's 1934 campaign which forced the.Commmnists to flee from their. 

. South China bases on the “Long March". (peregrination of some 7,000 
miles ending at Yenan); and, their situation following’ the March, with 
90 percent of their party members gone: and. their original armies re- 


duced by some 70 percent. 


¢ 
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2. Feeling aga aacst 4 ‘the ‘Peiping regime has has been mounting rapidly and is is 
wis cespinae =. =-2808 aly in..s0u sgouth<China anc and. sepeese iy. 2m among. uhs the . -famers. 


neuyeaker. 


pameisiels 









This spawns S iaettiaty is donned! by. eee ruthlesanées, its 
police«state controls and oppressive demands growing out of the Korean 
"war, and its subservience: to Soviet requirements; also by the. worsening 
‘economic condittions, - Aside frém the general truth that hostility has grown 
throughout. the mainland, there*are two. points that Stang owt impressively 
as facts establishedtby geherad agreement : 


(a) Hostility is eee ee strong in ‘south China, ‘below the 
' Yangtze Rivers . 


(b) The: strongest, ‘nost ‘significant base of ‘popular discontent 
is the farmers.” . ’ 


Oppressive tax, food ond military Sensation demands, together 
with maladministered Jand reforms and terrorism have antagonized. the ini 
‘portant tenant-farmer class and even many of the ‘poorer peasants south . 

'. of the Yangtze. As pointed’ out ‘by some of ‘the sources, this means that 
. the ability of any invading army and new movement to gain popular support 
by capitalizing on this significant peasant discontent will depend in 
ee large measure on the new force's ability to apply promptly a well~pre- 
|. pared program for {a) feeding the eet temporarily (who will be left 
_ foodléss by the retreating: Comminists )- d (b offering a fair agrarian 
‘‘Jand solution combining in wise degree eee of the poorer pea- 
sants! new won land titles and compensation: for deserving’ Sieponsereed 
owners. 


ee There was aie general agreement that fooling see the regime 
.. has developed notably: among’ the urban business and ‘trading classes. 


3. At the saine time, however, th the Peiping Seer: drive; £ for full pom 
lice control of the country uhich’ ‘some sou felt to be as much a mo~ 


ive as an exiceney of Chinesé inter Met orartiod nin Kk cree is maleine steady . 
head: Th this’ rest ect certainly “the regime is s_becomin stronger, 








‘The Korean: ‘war provided the occasion and means for centralizing 
army and: police power in Stalinist hands at Peiping, Special benefits 
for.soldiers, together with increased political indottrination and sur-- 
veillance of troops ‘also lessen chances for revolts, ‘Suppression by the 
army and ‘police of ‘guerrillas and potential opposition’ elements has pro= 
ceeded: mercilessly and ‘effectively, While the cost of such policing is 
great {apparently ‘increasing ina vicious circle with the mounting dissi- 
‘denée) and may one day prove too much, the effort is pie successful 
and has cowed the et a ar 


It was also a point of noteworthy general agreement that the regime's 
Success in capturing the imagination and support of young China has pro= 


Adie raha a 


1 nn NE RD 


ee Woung, ‘New China't ag ae 





"“wided one of its most significant Bee of “power, : Through flattery, 
, delegation of real responsibllity., and stiong appead' on the issue of . 
cintntang, senility," Peiping has won and . 

TOUDS y : youth: COLpS, ere 
“Communist cause, **i# Fe 


















aes a. sae body oF ot 


mat. ‘the Chinése Communists 
6 OlPGlimStanée that, while few Chinese 
@ réspect. for’ dts, unprecedented oe 
piveness, 





enjoy the régi 0 ave al 
China) vigor, proue 2nd ee i 


he ' Given n the regime's police control and no _ signs of a split that could: 
Reece about the. Jauncehineg of .a_ret ylution..by_ Communist armies themselves y 
De: at whate bnat, the the increasing hostility to the ~ 
ide=scale opposition unless it is ade~ 
ning guiside force such as an effective 
AneTican=bac US wiTite, ary. operations _fausing’ serious ‘break ‘breake 
downs of regioral Coninnist 34 control. In the latter er contingencies, activ active 
internal o oppesiiion. wild goon 300n develop, : , 































Unanimity on ‘this point, was particularly. marked, 


5. Overthrow of ‘the Pelping regime, following i dnhevyar than: of tiie 16 neces= 
gary outside force to start the movement. will bea "a formidable task under 


the best of circumstances end will require the’ he" combined cooperative ef- . 
fort of all potentially available” "POrcesy. nly ding: Le sipecialle defecting 


/ Sotimnist Eroops.. 


No. Nationalist invading ariny could possibly mee dticne ‘to do niore than 
a-small part of the job. Nor could the wiorganized general civilian popue 
lation, ‘cowed and unarmed as they are, provide the needed help for the 
initial and vitel mivitary:phase of the movement, no matter -how bitter: pub= 
lid feeling against the Peiping: regime may be. To: have any hope of stic« 

_ CBBB,y the movement mist gain prompt and powerful baelcing from organizéd, 











: vit nnn 


* True, a not insignificant proportion of older college students have not 
‘been converted; but by and large’ the majority of the nation's school 
“children, college: students and younger men and. women seem ae have been 
won over and organized, . | 


i: The farereaching force of the emninita aieat artes to win 1 young China was 
- Lllustrated by testimony” that, Communist propaganda was failing in Hong 
Kong. except among ‘the young, ‘and by stories told me by sources with 
children. ‘in. Hong, Kong schools * “of”. the worry caused the sources by ‘the 
extent to which ‘their ghildren were. beng converted. 


i eget si ificant in this sothestion was a statement by one source | 
Ko Meng-ya here lin Shao=chi owes: his growing power in the COP to 
ie es by the nyounger" Communist faction, 
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armed groups’ Se de Tre Fe seb means. poems forces ‘whether con+ 







Seer 
solidarity: of such "groupe and win then overs upper CCP ea ure 
ing’ cadres). r ; 
vaven coalition 


Shot the’ petotiig regime, The sucéess of 
son the: eebett. to whieh it can undermine the tenacious 






forces, particularly ‘the segula armies wm and: nee “only fone Nationalist 
units but also at least some important: renee of the: hard core: Communist 


aLLOns” 


report - that <4 
Flang En=poy 
‘ nédinland provi 
tecties! would: repel rather than: attract ‘help from mainland elements. 








hers of ae ee Sas as veutihe: .governors' sof 
nd they” agreed, filly with other sources that: such 


me There was also considerable. ‘obtriton that er effort must te risile 


to undermine, through some effective appeal, the Jarge body of Communist 
organized youth groups (students, youth corps, etc.), whose zealous service 
in naintaining Peiping's “New China" is Pattee the greatest basic strength 
of the. regime, : ‘ae a ae ", 





6: Ag.a reverse. facet of tie tide of ‘feeding again aint the Peking ‘ve gim Sy 
thére has. been':a: marked x "relative. change and Smproveriont in fe “An ise: g on.-the 


mainland, and particularly 4 in n south China, China, toward the National: : 
has reached 9 point wheres as the Jess lesser of two evils; many of the di. 
isfied m d mainiend ¢ Chinese. jould-orefer vestorationm of the Nationalists | 
cluding Chiang Kai-shek), 

of the Nationalists ts militarily and, as 2 participating proup in: covartht 
ing the Poi ing 


. would prefer: a _new re a to 2adther the Jablonalists or Peiping:: af " one. EES 













while o others would at Least approve acceptance 
H “Olm 


e, ae Virtually all the dissatisfied ‘elements, ‘however, 


in sight,. 


wetetat 


nes mA ran Cee ee ly 








* In this connection, it.is well to note:that Péiping is reported to have 


* 


been reorganizing its armies so as to combine Communist and -former Na~ 
tionalist, personnel, with a view to strengthening the dependability of 
the former Nationalist troops. - ' 


i 


“Militarily, Hu and Tang are widely Imown as generals whose: main work 


during the Second World Wer was watéhing the Communist forces rather 
than fighting the Japanese, and who, although having some of the best 
Nationalist troops, were badly beaten by ‘the. Communists in the civil 
conflict that followed the War, .In addition, -Ttang incurred pquch. popu- 
jar hatred in éast China as a result of his widely reported corruption 


‘and ofvthe manner in which he “bled‘-Shanghai’ for his personal profit 


‘(undér the guise of defense taxation Aaa aed before See the 
port to the Communist forces, .."° 5 


Se Ss 





Sev ERR BAL ED 


= There was general agreement that the Nationalists have improved in 
some-respects during ‘their Formosan respite; that they have still a long 
way to go3 and ‘that action making their regime more tolerant, vigorous 
and popular is vital if they dé to. play any effective.role on the main- 
land, Frequently ‘mentioned as one urgent need. was that the Generalissimo 
shotild get an ifiher circle of. ge ‘Botmd BOVEBEE Ry 


There was’. cleat: a. vide opinion ‘thoit, irrespective of the merits _ 
of thé Nationalists, Formosa, ag ‘the only ati~Peiping base, should be 
held at all costs, and that ever anti-Stalinist. Gemueseee would: approve 
this, ; 


The improvementi iri Peeling toward, the KM? and the Generalissimo, 
being relative dnd involving Little positive popularization, has largely 
coincided withthe «tide of risthg sentiment against the Peiping regime, 

In this comnection ‘there was. significant agreement that -pngé-Nationalist 
fooling is ¢ is especialy naried arked im south ¢ China. fofcusing on the Canton’ area, 








y (described in Items 2 and 6, Section A, above) is mainly the picture as 
* it appears to, and -as-.dt- applies tO, the unorganized civilian .clements 


B, Area of Disagreement -and Inadequate Information = 


” 


1, On the all-important. question ~ hee mainland China feels and is 
;: als | the picture which the sources all’ agreed 

ae 5 and!'s mounting opposition to the Peiping 
regime and. to ‘ts. relativelly.. improved feeling toward the Generalissimo 








of the population,: ; at.have: fo’ ned: the’ main field of “the sourced as 
sociations, Phat: Leg: farmers yt stradesmen , businessmen, etc,., those 
elements which all agree are powerless to act, however they feel, and 
whose aid in overthrowin the Péeiping regime could in any case be only 
of secondar . importarice, : ‘This: is made clear by, the fact (except as 
noted below): oe sources . or geeen claimed Little access to the 









other = Oe aol hat. what ‘they. ala offer was Se sgreenent, * 


(a) Even with ‘regard to the unorganized Civilian elements of the 
population, the specific information offered in support of the general 
agreement was mostly confined to proving that strong pepular opposition 
to the regime and improved feeling toward the Gmeralissimo has developed 
in south China focusing on Canton, The question whether a similar degree 
of feeling exists north of he Yangtze seemed to have been left undeterms 
ined, ** 


ae There was great iets and paucity of information (partic~ 


' ularly first hand) in regard to the more organized elements and dynamic 


power groups within the Communist regime (top leadership, working cadres , 
regular armies, militia, police, youth groups, labor unions, -and coalition 
democratic groups***): Their inner relations and doings, their thinking 
and ‘attitudes, their vulnerabilities to pressures and persuasions, their 
potentialities for defection, Yet it is. the organized militant millions 





& It is believed that. these statements would apply equally to almost all 
sources presently available to the American government, 


** To this qualification might well be added one more factor: virtually 
all available sources of information on China mainland thinking are 
either Chinese who dislike the Peiping regime or foreigners whose 
main informational associations have been with such Chinese, This - 

" must result in some tendency, even if-unconscious, for the sources © 

. to over-state the extent to which the regime is hated by the people, 

This factor, while certainly not enough to offset the mass of testi- 

. mony concerning popular feeling against the regime, should obviously 
be kept in mind, 

#*% Important at least as a medium for reaching and learning about other 

- groups, 
Por —sonorne 
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' forming these power groups, and not the cowed, unarmed:populace, who. 
maintain the regime, It is they, chiefly, who have the vested interests 
in- maintaining it and. whose. solidarity must’ be broken before any move= 
ment i to collapse or ahange the regime can have hope ‘of- Success, , 


“Ig there. ground to hope that internal Chinese strains caused by 
pursuit of Soviet dictated international policy could weaken the Stalin«’ 
ist faction's cdéntrol:of the CCP and meocnee a as a split, even 
in the absence of a World War? 


Within which elements are. “there dissatisfied leaders and groups ‘that 
are thinking and reacting along lines making them poteritial defectors? | 


Who are such leaders and groups? 
How can ‘they be reached? _ | 


What atrategy, “what propaganda. what ‘terms of persuasion could serve 
to prepare es secure their defection? . 


What courses and factors would ‘stop or discourage defections? | 


What is the: attitude within the important groubs toward the: JNation~ 
alists? Toward Bie GonereTissine, and toward a "Third Force"? — 


What pearing would participation of the Nationalists, the General= 
issimo and a "Third Fores" in a movement to overthrow. the regime have: 
on the exploiting of potentialities for vitally needed defections? 


Within what circumstances and qualifications: could such participa- . 
tion be undertaken without jeopardizing defection ‘Prospects? 


How ‘can selected’ individual aeeotens from Cotmuntet ranks be lured 
away to serve vital intelligence needs -- and, through good treatment on 
our side, as bait and encouragement to other pobaritial defectors? : 


_ Without attempting detailed analysis, the wide range of disagreement 
and the inadequacy of the sources with reppect to this. general field of 
questions may be illustrated: ; 


As to a Sino-Soviet Split 


‘Some felt that. only a third world war could produce a4 ‘eplit, Some, . 
Like Yang Ching~lun and Schultheis felt that the key to what: Peiping will 
do depends less on the inclinations of CCP leaders and cliques than on 
the extent to which alignment with the USSR brings success or failure to 
the. regimes; that'a break against. Stalinist control must come automatically 
-when the strain.of military losses‘ and internal troubles building up from 
the following of Soviet international policies. reaches a given point; and 
that it is the approach toward that point which should be mainly watched, 


on ; #6 a 
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.. Lieberman (New York Times) on the other hand seemed to.favor a view that 

' Moscow may have-so Ampressed. Peiping as to:the-certainty of a Soviet" 
world, victory. and : gave Peiping:-such’ farsreaching assurances; that noth 
‘ing short of".a- cotiplete’ Sore feast ar a would ‘be assis A to 


shake solidarity. ee ! ee i me 


ans (Gis, Factor, oo en sae Wiant) anaed: te ‘the view that 
the Chinesé'Communists..thenselves.definitely contemplate becoming. more 


‘independent ‘of the USSR as: the need for Soviet ae EENelOn. and aid in 


expelling the West disappears, 


All these; views;were admittedly .only speculation with no inside 
Imowledge of thinking within. high oe circles.. 


As to extent .of tont .of dissatisfaction and pelbsoriel defactionign. within 
organized power groups in ine Chinese Communist regime, 





With regard to the most vital element, | ‘the armed forces (both former 


' Nationalist troops and the:.original, hard core Communist armies), nothing 
‘ specific was known, Concerning the top military commanders,. nothing was 


offered beyond the surmise by some sources that Ch'en Yi (Commander of. 

Third Field Army, controlling east China) is still the one least sympath- 
etic to’ Stalinist dominations. and the apparently justified conclusion of 
some that measures taken by Peiping since the outbreak of the Korean war 


"must! have rendered it more difficult for Ch'en and for other possibly 


dissatisfied commanders* to attempt revolt. As to the rank dnd file,. 
the prevailing opinion was that the troops" Loyalty is pretty well as- 


“sured; though.a few sovirces** reported signs suggesting some dissatis- 
faction, One source-(Chu Ta-chien) felt that the utmost to: be hoped 


would be defections by "fringe and local forces"t and then only if an 


_ invasion from pubsiie showed prospects of certain success, 


With respect to the Communit.’ working casa a few ‘sources , report- 
ed some growing dissatisfaction, Both Chang Kuo-t'so and Ch'en Chung-yi*** 
felt that: it was of some TMDOR EOE but their Rone lustos pees Raped on 
fragnentary evidence only, 


Oniy'with Kegand to two groups, the Commmist srcanteea nS and 


‘the non-Communist, democratic coalition elements, did anything ‘approach~ 


ing’ ‘a! well-defined and significant paceuee emer gey:, 508 already. mentioned, 


* Yeh Chien-ying (in Kwangtung) and Liu Poccht cae ican of Second 
Field -Army, controlling southwest ae) ne an Ope ates i Sepaacay ty: 
mentioned, 


Ht ‘Notably Chang Kuo" 80,° fomher cotlegue of” Mao in ete 
' who split with Mao and left. COP in ae now working with "Third 
Force," ; 


*** Who offers fairly convincing: evidence sipeerins his claim: to be 
a defected Communist, 
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agreement was strong that most of "young China" is solidly and. tenaciously 
_for the new regime, forming its. broadest basis of: support, and particularly 
- inspired with animus against: the "senile KMI", 


Contrasting: with their Beaerey: Lack of access to all other groups 
of the Communist: eregime, the sobrees ».im whany cases -. were well enough 
connected within: the non-Communist,: democratic coalition groups, to have 
‘some first hand :kmowledge as-to-their attitudes, In such cases,. there 
was general agreement that: many, if not most, of the members of these 
groups are increasingly unhappy: over the Stalinist course followed by 
the regime, with. some already hoping for a Titoist coup or an opportunity 
to escape from the regime,* Several of the sources who appeared best in+ 
formed said that the democratic: coalition groups, while lacking any direct 
power, do have relationships with seme Communist leaders which make the 
groups of some importance as-a meditm for reaching, Learning about, and 
even influencing those leaders,# This is especially true in the case of 
the China Democratic National Construction Association, whose potentiali- 
ties for use in the development of informational and operational intelli- 
gence "pipe lines" to within Peiping Communist circles are noted in the 
final section of this paper (C, “Suggestions, Item 1), 


As to the elements which should. compose the fores 40 overtinrow the =a 
regime and set up 2. new sovernment. 








_ .While-all agreed on the neéd. for using all available Poroee = and 
particularly on the vital necessity of getting powerful defected Communist 
forces ~ for the military task of overthrowing the Peiping regime, opinion 
as to what Petsonnel: should staff the "new government" “was very, divergent. 


Most seemed to enbieaae: a single government formed of combined Third 
Force (or other independent), defected mainland (Communist and non-Communist) 
and selected KMT personnel, They felt that the Nationalists, ‘af given over-~ 
all authority in setting up the government, would ruin prospects for the 
regime's attracting adequate mainland support in the first place: and: 

- would proceed:to exclude from participation in the government, and even 
to treat as enemies of the state, not only Communist defectors, but also 
independent elements such as the Third Force, which they. are now already 
seeking to suppress, With respect to the Generalissimo personally, opin- 
ion in this school of thought appeared to be divided -some thinking he 
should resign and others apparently contemplating ane notes a share 
in he leadership, : 





e 


% 


_ Evidence’ offered by some of the best of the sources, tae athe: 
with other evidence known to the Department, seemed to establish 
pretty conclusively that at least the following democratic leaders 
have Been quietly exploring, perhaps with the cautious approval of 
non-Stalinist Commmist - ‘leaders, ways for developing a movement to 
effect China's independence from Soviet influence: Hwang Yen-pei, 
Ch'en Shu-tung, Chang Po-chun and cee: Nai«ch'i (leaders of the 


fremmnene 


TOP" SEGRE? 


A feir felt “shat, - the’ govertinant should. te formed wholly from 


et Nationalist. ranks; .with. the ‘proviso’ that the Nationalists must first 
~ be forced to strengthen their regime by taking. im independents gath~ 


ered from Hong Kong. and other areas outside mainland. Ghina, These 
took the view that mainland elements with ‘administrative experience 


-could not be used, being either ‘Liguidated ‘by the Communists -(as former 
_ KME) or. undependable defected Commmists, They professed to see noth- 


ing <inconsistent:in expecting to win massive defecting Communist forces 
to help overthrow the old regime, while at the same time being prepared . 
to offer defectors: “no. ee in the new regime,- ~ 


“In diametric opposition to this view, Gack was considerable opin- 
ion that the winning over of defectors from the Communist regime to 
help organize the new government and gain-further defectors to partici-~ 
pate in the government was espéclakly necessary, ‘Those who felt the need 
for a "Third Force", or other independent movement, were especially em= 
phatic “in the view that a strong: bid ‘to enlist defactors in the. movement 
should be made, lieberman,. whikeiadvocating giving Nationalist leader- 
ship-"one more try" (and also Suggesting quiet aid to independent guer=- 
rillas), was among those who particularly stressed ee “useful service 


. ‘that Communist EeeCOners. could contribute, 


‘Pinally, chars was some opinion (advanced chiefly by Ho Yi-chun, 
and also apparently held by Wang Mai-shih) that difficulties in set~. 
ting up'a single Chinese government might well prove insuperable for 


' gome time, and that there might accordingly have to be an intermediate 


stage during which China would consist of several’ largely autonomous © 
states, held together loosely in a federation, Such a solution, it was 
felt, might at least keep the country in some semblance: of order pend- 
ing ite time when the administrators’ of the several. statés (say, for exe 
ample, southern Nationalists, southwestern Third Force, northwestern _ 
Mohammedans and northern Titoists) might be able to agres on 4& more cen= 
‘tralized’ form of goverment, : 


As: to extent to 0 which Be Nationalists’ ‘would Seer or repel nainiand. -do= 
fections and. supports for. a,movement to overthrow the. Petpin regime. and 
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China Democratic National Construction Association); and Chang Shih- 
chao, close personal friend of Mac-Ise-tung, There was also testi-=- 
mony, paralleling many previous reports from good sources, that strong 
dissatisfaction and desire for a change affects many of..the other 
democratic leaders associated with’ the regime, ineludings Madame 

Sun Yat-sen, . Li Chi~shen, Ch'en Ming-shu, Le Tuig-chi, Chang Tung— 
sun, eens Hsi-jo, Tran Keh-kee, and Liang in aaa 


# Tucluding; the testimony. “would indteate: Tung. Piwu, timischem, 


Lin Po-chu and Wu Tuschang (ie anti-Stalinists"); Chou Enlai; and 
‘Mao himself, © 
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is hat would need $0 be: done. to siete: then 2 more abiractive. to the mainland 
and. rOUDS within the 
ang: regime), 
The sources,:, while all: agnesing ‘thet the: Nationalists tut play some , 
' part’ in the. -novenent: Lat. east military participation); were widely. dis- 
agreed as to. thezextent, ofthe x @, Many;felt that.it would be fatal to 
assign political; Leadership, to: the Nationalists, . For example, - Kung. 
Hgueh-sui.* "hoped, that US. strategy would not involve support, for mainland 
leadership, of a-regime that has prover hopeless and unacceptable to the 
Chinese people," Chang Kuo-t'ao** stressed as a primary requirement for 
suceess that restoration of: the: KMT, to rule of the mainland not be attempted, 
He felt that, Chiang. Kai-shek is-definitely..more wmpopular on the main‘land 


than Mao, Tseetung, and that his selection as leader would have, among 
other things, ‘the serious effect of. atrongiy SnYEe ORL OS "young China", 













‘Dr, Ho Yiechun# ited, as what he felt: to be a typical case, an in- 
dependent Kwangsi. guerrilla leader.who told Ho that he saw no point in. 
continuing. guerrilla operations.against the Communistssince, even if the 

‘Communist should collapse, guerrilla groups like his would be wiped out 
as "bandits" by-the Generalissimo, Ho also mentioned: that in late 1950 
menbers of une China PeneceeesGitlauioel Construction Association#i# who 





ay 


* Broninant manufacturer and former Nationalist goverment: careerist 
. in administrative and commmications fields - (including Vice Minister 
‘of Commnigations), While attempting flight from Communists, he -was 

discovered in Shangai; developed a personal friendship with Commun- 
ist General Ch'en Yiz was persuaded by Ch'en to resume operating his” 
milis,, Subsequently he abandoned.working with the Communists and 
moved to Hong Kong (though possibly sbill. friendly. with Chten Yh). 


a4 Goa colleague: of Mao in CCP Politbureau who split with Mao and. 
left CCP in 19383 now working ee "Third Force", 


# Dr,.Ho, after - ‘serving as: jagel: consultant of our. Nanking Tubadey, has 
been retained by our Hong Kong Consulate General, His information on 
political events and leading personalities on the Chinese mainland is 
amazingly extensive, Of all the men I met, he had.the widest knowledge 
of and acquantance with Chinese in Hong Kong who have come from. the 
mainland, and he had given the most thought to the various problems 
involved in any attempt to overthrow the Peiping regime, He can be 
of great value to us, The information mentioned above that he gave 
concerning statements made directly to him by visiting members of the 
China Democratic National Construction Association is believed partic- 
‘ularly significant, as that association seems to be one of the best 
channels for ascertaining ‘the attitudes of Chinesé Communist leaders, 
(See Section C, Item 1, below.) For Ho's detailed views, see In- 
terrogation No. 17, Appendix A, 


## . See footnote marked # above.” 


t 
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visited Hong Kong from. Peiping: “told: hin that nae the US wished es effect 
a change, through’ wirining: over non-Communi'st and. non-Stalinist Communist, 
elements by giving! them-some! new! line of hope; it should soméhow assure 
them of two things: (1): that Japanese troops will not be used on ‘the China 





mainland, and (2). that the Generalissimo will not be restored as the © 


over-all figure! Kur “Mangeyti®: cand Yang Ching-lcun** each mentioned talks , 
he had had with nonComainist- democratic Teaders in Peiping wherein the 
latter nade stateniénts to the ‘effect that they would like to defect if 
only it would nét-medn. ‘potting, ‘thenisélves at bhe mercy. of the General+ 
issimo and the BE, 


Schultheis- Pert st probably. that, if ius Nationalists were to at- 


‘tempt a mainland’ invasion: now, with thetr existing reputation, they would 


find their reception® apathetic at best, and would in some areas generate 
more hostility agaivist theniselves. than against the Communists, ; 


Some of those interviewed (including Lieberman), while recognizing 
the Nationalists! setious iriddequacies, did not go along with the view | 
that their employment for political leadership would be impossible under 
any circumstances, ‘They felt thd Nationalists should be given one more 
chance, depending on actual performance: on their ability to offer and 
make good on programs for their own reform and for a solution of mainland 
problems providing liberal treatment for all groups awe to help in 
liberating the country froin ites present rule, 


* All were agreed that, 4 as a prerequisite for playing any role (how~ 


-ever Limited) ‘on the*mainiand, the Nationalists «would have to effect a 


thorough housecleaning and introduction of "new blood": The only sources 
who éxpressed real confidence that the Nationalists could do this, that 
the Generalissimo would permit it, and that the regime covld readily-.win 
the necessary mainland defections and support for its leadership were 
Ch'en Yih" and Kuei Chung-shuf, A few, including Chang Kuo-t'ao, felt 
so hopeless as to the prospects of the Generalissimo's ever acquiescing 
in the necessary "purging" and reform of his regime that, instead of. 
"giving him one more chance", they felt that he must be persuaded to re~ 
Sign, as himself const tinting ‘the principal obstacle to reform. 


Wang Moi-ohshit, while favoring support of Chiang!s Leadership Yas 





* Third Force leader 


#% Well-known sociologist, described more fully bellow. 


. #** Independent journalist, “aesoribed more’ fully below; riot: to be 


confused with Communist. General Chien Ys 
# Prominent editorial writer and legal. ee, 


## Architect, long associated with progressive Shanghai business elements,’. 
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the only one in sight", eanenaeued that both Chiang and the KMT are defin« 
itely not liked on the mainland except in south Chinas .that ‘the: idea or * 


- Chiang's setting up any mainland regime with’ the type of leaders'on whom 


he now depends is fantastic; and that, when the time comes that something 
can be attempted, At might be well to "amit the project to one of eoueine 
up his mage over a few southern ppOyencee only. 


_ Ho Yiechun, iby: as also Wu Wéi-nien* and Yang Ching-kun) seemed 

to have given much thought to the possibilities for exploring and exploit- 

ing the potentialities for defection within the Pelping regime, felt: it 
most important that a major effort be made to ascertain what are the a%- 

titudes of important leaders and groups ‘toward defection, and what may be . 

needed, in the way of reform of the Nationalists and of assuring’ "a place 

for all", toward winning them over, on ; 


aa It was significant that the Chinese intemviewed, despite their high 
standard as sources,;showed. amarked tendency ‘to picture the attitudes of 
mainland groups, and how the mainland can be won, on lines paralleling 


- their own personal commitments and aspirations, This is iljustrated by- 


the following three examples -~ all ‘highly seein Melons oret 
and earnest Chinese patriots: 


Chien Yih (independent journalist), convinced 6p ey peandt experia | 
nental living in Communist Shanghai that the KMT, which he hitherto des- 
pised, is better than the Peiping regime, now stakes his future on a re~ 
formed Nationalist government, in which he frankly expects a role, He 
views eBtnee as follows: 


A Titoist coup not only is Saiisat dgosaatenes but, even if executed, 
would make the Chinese. Communist no less sinister and intolerable, Fors | 
mosa, and Chiang Kai-shek,.as the only effective symbols: of anti-Communist 
resistance. that:mean anything to the Chinese people, must be fully sup-. 
ported as the leadership and :overall: political authority for the mainland ~ 
at least till something .bétter appears. The Third Force is hopeless, 
Former Nationalist personnel and other anti-Communist elements on the main- 
‘land who might make good ‘administrative material are being fast liquidated 
by Peiping, and it would be unwise to use "renegade Commmists"”;, The 
solution accordingly lies in forcing the Generalissimo to clean house, 
open doors and "beef. “up" his regime with capable, progressive Chinese 
plentifully available in Hong Kong, overseas, and in Formosa, The real 
leadership must inevitably emerge, if not ‘through KMT, ranks, then through 
some other force not yet revealed. For success in overthrowing the Peiping 
regime, it is, admittedly, necessary to get massive defections from ‘the. 
Communist armed forces; but these should come readily enough Nag the Naw 
tionalists demonstrate their power and success", Hert 





an Founder and head of a pelvate bank at rere closed the. bank after 
unsuccessful effort to ‘operate’ under the Commimnists, 


abst Chten Saw no inconsistency in oxpocting Communists to defect while at 
the same time denying them a voice in the new order, He had no answer 
to the hypothetical question. as.‘bo.what response should be made to Com- 
munist General Ch'en Yi in the event that the latter offered to join 


forces egeinst ie on ue copaition that he retain a place of 
authority in east China, 
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armies 


fa. Vien ¢ Giveedi: saucationean) aie. is deeply involved in. se 
‘ing ‘to found the a Force, sees it thus?” - - oO 


While the Stalinists firmly. unt tol: the Pélping regime nows “Moreen = 
“war strains are building significant discontent and tension within the. - 
CCP. leadership and working cadres. Most of the non-Communist, democratic 
leaders associated with the regime would already like to defect were there 
only some alternative but humiliating subservience to the reactionary 
KMT,* It is vitally important to work for splits and defections in the 
Communi st regime, which can only be secured by advertising to the main~ 
land, and faithfully carrying out, a liberal and attractive platform and 

- program, Especially necessary is it to win over. young China. Such things 
Chiang Kai-shek cannot do —- a Leopard cannot change his spots. The 
Nationalists should be used militarily, and selectively as individuals, 
but not as the mainland administration. The Generalissimo must not com 
tinue to seck to prevent. liberal elements such as the Third Force from 
freely playing their own role in what mgt be a ufited front against the 
common enemys 


Yang Ching-kum (liberal intellectual, eminent sociologist), strongly 
anti-Soviet, accepted a Communist request for his services at Peiping, 
where he has many friends in high cireles,— especially among the intel 
lectials found.in the non-Communist democratic coalition groupse He 
‘later fled the mainland ea Communist orders. He has the following 
conceptions . rae 


; Internal oor dissension leading to an anti-Stalinist move or large~ 
scale defection can only develop if the regimo4s failure is, conclusively 
demonstrated by a far wotse situation than now faces it! by much more 
critical military losses; economic troubles and guerrilla suppression 
problems, The key to’ undermining the regime lies in this success or 
failure factor, not in exploiting "cliques" within the COP, Apply the 
pressures where needed to intensify the: regime's predicament (including 
-aid to guerrillas“in south China) and the pathway for getting defections 
from Communist armies and other groups will be laid. While Nationalist 
‘$LOOPRS should be used, designation of the Nationalists for overall poli~ 
tical rule would be fatal ~-- killing all hope of adequate Communist de~ 
fections. There are not enough good men available for the Third Force 
outside mainland China as too many of the exiled Chinese have a vested 
interést in the old XMT moe tie Bor this reason it is important’ to - 





* Ku saidethat OhYen ne himself (one of the most a4 stingui shed 
and able of the democratic leaders associated with the Communi st , 
regime) had personally told Ku that, while he knew it would be 
suicidal far China to. side with the USSR in war with the US, there 
has been no alternative compatible with his political convictions 
to which he could turn. He wotild never defect to the KM, 
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strengthen the Third Force with defectors. from the Communist. regime, 
Especial initial efforts should be made to win over non~Communists of 
the democratic coalition. groups as these include the country! s intel- 
lectual leaders, highly ‘capable Men, ‘possessing invaluable knowledge of 
how the Comtiumists ‘think and operate. .-Some of these men, “including one 
of the most prominent; Mt would have « already come over had they not feared 
liquidation by the ‘Generelt odie +” : 


I hope it is clear “thet the foregoing ‘paragraphs ‘are meant to show -~". 
not how the mainland | Chinese comprising ‘the organized power groups within 
the dommmist regime feel toward that regime and toward the Kuomintang 
put rather the: sinpléifaect: bhatt we- just: do:not. know how they feel. Tx 
cept-for. the: ele: 'ySitinois pie ute:we hare of "young Communist China,"- 
ahd forthe -ere ne. evidence. 6£..6trong ‘dissatisfaction among the NOTie 

Communist , -democtatté..coalition elements , ‘our. information. is inadequate, 
contradictoryy cannot -be- trasteds. 









In brief; we are in the daneeRoug situation where we Abo not know 
how far Nationalist leadership or participation in a movement to overturn 
the Peiping regime would help or riiin the prospects for the movement, and 
where a need for utmost caution in the support of the: Nationalists would 
consequently seem to be eee : : 


' It. may be that the Gandraktsstmo could ‘swing to ‘his support the 
massive. Communist defections that seem indispensable, On the other hand 
it may be ~ and perhaps: more probably w— that the opvosite' is the case. 
If, lacking adequate information, we! guess wrong and irrevocably commit 
ourselves to ‘restoring thé Nationalists to power on the mainiand - as the 
govertiment of China, we, stand to experience. an outcomé which, .at- the aeey 
worst: ould meah a disastrous Nationalist Dunkirk ‘Leaving us: with.a. 
corpse and a wildly stimulated. Communist. mainiands and, at the best, a 
situation finding us supporting a precarious “KMT eeetmel in a few southern 
provirices in an indefinite’ ¢ivil war against other anti-Stalinist regimes, 
including, say for example, a Titoist northern state and an autonomous. 
Moslem Eeeame in the: ‘dorthwost 
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Ce Suggestions 


aati: 


From what E. chave- seen .of the <Elow of. amformation. pease the 






_ Department. from abl. sounces, Lt is my -impressi.on that the foregoing 
conclusions as: $0. whak As. fairky<well.knewn -ard what vital. facts 
are unknown in the field I have attempted :to cover ‘would hold up 
pretty well in the, light of such’ information, - ‘To the extent that 
they do hold ups. the, conclusions ‘would seem to’ imply .a nee for 
action along the Foowing : dines: ° 





: _and aeiegtiore: As. pointed. out by 
Ho Yi-chun*, if any “political change can be brought about in China 
short of through argeneral war; it. can only be accomplished by the 
creating of .a.yeal split or.massive defections in the Peiping regime; 
and, even if.war.comes, . any : adtion. toward the development of such a 





split or defe ons - would : ‘greatly ease what must in any case be a 
formidable task, ° 


In Section II. of my memorandum of June 19,. 1951 entitled "Current 
Problems and Needs of Hong Pong Consulate. General in. the Field of 
Intelligence Procurement and Political Reporting", there were put 
forward:wome.conerete suggestions toward solving this problem of 
developing intelligence channels to within the Communist regime that 
emerged from discussions held with Consul General HeConaughy and 
officers of his, staff, Tt--was - pointed out that, in view of prospects 
of a general deterioration.. of the overt media for ‘getting. intelligence 
on’ the mainland, ; -improvement “of. our intelligence would seem to resolve 
itself into. (a)_more reliance on professional covert means, (b) fuller 
_ exploitation of such overt. channels. as-remain, and (c) promotion, by 

all ‘possible means , of defections by a few well-placed: persons within 
“the Communist regime who could supply inside information and could 
help to encourage further defections, 


With respect to the two latter fields for action, it was pointed 
out that what would appear to us to be-some fairly promising natural 
networks for intelligence channels are available at Hong Kong, which 
have hitherto been little tapped (for reasons explained in the 
reference memorandum); and that intensive exploration and exploitation 


* Whose statements on the need and possibilities for this t of 
approach are believed to deserve reading, (see mVSEEOBs Pon No., 17.) 
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of these fields by the ‘Consulate General on.a priority ‘basis should 
be: undertaken," These. untapped filelds include, among others: 

(1) Government ‘barks with” branches in’Hong Kong, which, as 
Bidinese. Commmnist” governtiont in Ltutions ; réach into high Co:munist 
official circles,’ while their’ ‘personnel, both: onthe mainland and in 
Hong Kong, include persons who ‘ate by paome round and ‘sentiment 
eymps thetic to American approach, 


(2) Large: Suen of Chitne’se- private traders, barikers and © 

industPalists- at-Hong Kong 5. wh ‘Have had active business contact ’ 
with the- inainian and y in: manycases 5 still maintain such contact, 
including “the ability: ‘to-bravel: fairly freely to and from Shanghai 
‘and other mainland cities, including , -even Peiping, The intelligence 
value of these persons and their firms is enhanced by the fact that 
‘the Shanghai and other mainland business organizations with which 
. they are associated as branch offices or as business coritacts, have, 
as'a channel for relations with ‘the Feiping regime, the China Democratic 
National Yonstruction Asso¢iation, Tris Association, one of the non- 
Commumist-cooperating "democratic groups," has-been specifically 
designated by the Communists to organize thé support of private 
businessmen. for the regime; and through this functional responsibility, 
as well as through personal friendships that some of its leaders 

enjoy, it-manages to maintain fairly closé relations, and evén some 
influence, with important, Soumura Se leaders, including Mao Tse-tung 

and Chou En-lai, 





The above described: Chinése business detwouke offer a valuable 
two-fold opportunity for: (a) procoring straight economic intelligence 
that, is itself of great. importance for evaluating the strengths and 
weaknesses of thé Péiping regime; and’ (b) . improving lines of infor~ 
mational and ‘operational intelligence to within the regime, The — 
tremendous value of such pipe lines from the standpoint of policy 
planning and .of exploring and exploiting defectionist potentialities 
should fully justify the time and patient effort, that will be 

required to build the prerequisite confidential rélatioris with 

Cainese ‘businessmen OF the types dese mepeee 


- *” Such a task might be sceeaciatets by the Consulate General through 
_the acquisition of additiocrial personnel and through being relieved 
of the major responsibility: now devolving: on -the Consulate General 
for comprehensive reporting on: mainland. guerrillas (which is con= 
- suming:a disproportionate’ amount of the office's time and which 

would seem to be ? properly an- Army NO, Be B. ' Job). 
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Further sUugs estions and details ‘given in the reference memorandum 
will not be her eatec beyontt enaeiaer: the opinion (held equally 
ier z of our Hanila Embassy, . 
| for the appointment of 
ta ted | Hong Fong to work on. 
this problem of, “improving “intelligence lines to within the Peiping 
regime.’ 
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26 ‘Puttin, _bressure. on. the. Nationalists. and 0 n. Chiang Kai~shek per- 
hous tl sell ETE to 





liberal attitude: a of ‘their willingness an ability to work effec= 
tively with, other ups, in, ‘Liberating the .comtry and setting up a 
popular reginie’ in rch all. contributing, ‘elements will have a place, 
Among the” specific’ sf eps y aside from a general house-cleaning, that- 
might be taken” toward this end,, the following were suggested by those 
interrogated. and would seem, to merit consideration: 


ae The creation by the Generalissimo of an informal, inner 
circle of backstage advisors composed of high-minded Chinese 
patriots, not involved in politics ,. who would have direct 
‘private access to him at all times, (ferhaps ‘the most basic 
need of all.) 

bs The opening up of Formosa, in’ the double sense of welcom- 
ing non-KMT elements into the regime, and of granting asylum, 
unsubject to political pressure and'secret police surveil- 
lance or persecution, to fugitives from the mainland. . 


~ Ge ‘Issuance of nublic statements ,* giving assurance ‘of ‘the: 
Nationalist regime's new liberal policies of bringing in 
fresh blood and ideas into the regime, and of welcoming 
cooperation between the regime and other elements, genuinely 
interested in freeing the mainland, 


de Following up such statements with ‘reassuring: concrete 
actions, as for example: the release of Marshal Chang Hsueh- 
‘Liang and other non—Communist political prisoners} moderation 
of police state methods and: infringement of the people's 
constitutional rights; the welcoming into Taiwan and into the 
government of able men defected. from the Peiping regimes and 


cessation of the Nationalists! current efforts to Genre the 


"Third Force," 









Sa C é ring ; 
new, free China, Ttcis believed" That" ‘the sustaining | of a- Tae Force 
Hgvelngtry: salons ais dines is essential for: 








ae ee the Nationalists realize’ Q) that. hie is-an- sis 
ternative: ‘to themselves, and (2) the consequent necessity of 
their reforming and liberalizing their regime t6 meet the: 
challenge, 


b, Providing a political. Poans for‘ overseas: Ghaneae Can 
ticularly in Southeast Asia) and a.-"catch+all" for ere 
ing the ‘services’ of ‘all antisPeiping elements..who: would 

- under no’ circumstances | ‘accept. KMT leadership, : 


on OG Bpoviding: a supplementary eoiee ‘for. sttradting and 
’ gathering mainland defectionists -- particularly as an al-— 
ternative recourse in case. the Nationalists" attracting power 
- proves hopelessly. inadequate. 


tt is expected shortly to complete a nishoreacae summarizing my 
impressions picked up from discussions: at Hong Kong as to specific | 
problems facing the Third Force | and. as to whart might be done toward 
solving them. . : 


he Taking all practical. ce toward sbinlatins efforts by both the 
_ KMT and the Third Force to’make a special appeal to "young China" 
with a view to Loosening the Communists'.grip on the young - ‘and ‘to 

enlisting, through propaganda, material help and: training, the partici- 


ation of young.Chinese in’ formulating and forwarding ‘progratis for the 
maintand, Ds ; 











to a ae ae ae 
6... Taking steps that will in some way _ show clearly to the rn 


‘to the Third Force, and to dissatisfied mainland elements with potentiali- 


ties for defection, that our present recognition of the Nationalists and 
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i rrevocable; 2 comm brent 2 on our 


an: inde een Serger 
to-international obligations’. 
fa. basic. formula for policy ‘toward 
g neral principles is ‘of foremost 

importance, ‘and that he. degree; ;to) which our government succeeds in 
devising, in making known and in applying such a formula will determine 
whether: the .impontant; Nationalists! assets are realized or whether the 
regime becomes.,a heavy Liability, How: this problem is solved might 

well make.or. break,.America's position in China for decades to come, 








7. 











While While appreciating the difficulties involved _and while not ventur- 
"any... t. néecommendatier tr would: ike to membion the existence 
inese.and- Americans in Hong Kong that 
igan,understanding, for a firm military 
common. diberal: policy. toward all anti- 
Pelping« Sieeers seeking Taree the Colony would help greatly toward 
easing difficultprobLems.,.,.Such, problems include: . Providing encourage~ 
ment and securd LOY: Third Force: workers3- providing. asylum for non- 
Communist, “none KMT: Chinese; offering a safe haven for Communist 
defectors; and acquiring a potential alternative staging base in 
addition to Formosa. Incidentally, such an Anglo-American understand- 
ing should also materially improve our position for obtaining intel- — 
ligence on Communist China. Thus far. the Chinese public has been: - 
convinced that. a Communist, attack on Hong Kong would not be strongly 
resisted. This conviction has not only served to discourage the. 
defection of persons within the Chinese Communist regime possessing 
invaluable information, who, being. anti-KiT, havé“no asylum open to 
them other thai Hong” Kenge. Ibs iso unquestionably “inhibited: from 
contact’ with Americans “many of, ‘these Chinese already arrived in Hong 
Kong who are pest quali fi d to provide inside: information with respect 
to the Peiping éegimé. “This fact was impressed upon: me in two actual - 
instances where I ‘attémpted to set up meetings with persons recommended 
as likely to prove exceptionally worthwhile. In one case, the man, .— 
Sung seen ee explained ce his intermediary that, not 








oa Prominent wool, Sxtile: inanufacturer, onceonmneae: who served ‘as 

member of Finstice and conomics Committee of State Administration 
Council of the Peiping regime and was reputedly close to Chou Enlai. 
Left Communist China about the ene of 1950. Believed’ to be disil~ 


lusioned with’ “regime. - 


& 
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.. being one of those who could hope to escape Hong Kong in the event of 
' a Communist invasion, he could not afford to risk his reputation with 
the Commmists by meeting with Americans. Had Sung felt. assured that 


Hong Kong would be strongly held against the Communists, he probably 
would have been willing to talk, 


a el 


